
Finding Solutions 
	 Sharing Experiences

Occasionally, the Goering Center is offered 
an opportunity to provide access to professional 
researchers at the UC College of Business for the 
benefit of our family and private firm constituents. 
I am interrupting my series of articles on strategic 
management to make you aware of just such an 
opportunity. 

If you are the owner of a firm with at least 30 
employees and are interested in knowing the an-
swer to the above question in the title, the Goering 
Center and the UC College of Business can help 
you out- and all it will cost you is the time it takes 
your employees and their supervisors to fill out a 
brief survey.

Professor Suzanne Masterson of the Manage-
ment Department in the UC College of Business is 
conducting research aimed at understanding how 
closely tied employees feel to their organizations, 
and what the potential benefits of stronger ties are 
for the firm.

Organizations that participate in this study will 
receive a report of the study results, as well as cus-

tomized advice regarding the current relation-

goering center

P r o f e s s i o n a l l y  Sp  e a k i n g

Dr. Suzanne Masterson
Professor,  Management Department
UC College of Business 

We all know that men are from Mars 
and women are from Venus, or is it women 
are from Mars and men are from Venus. 
Whatever is the case, it’s pretty clear 
that men and women are from different 
planets. If we are clear on that fact, then it 
probably would be fair to say that fam-
ily and business systems are 
from opposite universes. A 
little exaggeration perhaps, but 
many family business owners 
I know would agree with that 
statement. Business systems 
exist to further the business 
with systems that are clear in 
definition and strictly followed, 
while family systems exist to 
help individual family members with many 
dimensions that are vague, and require 
compromise. When you bring these two 
systems together-Bingo-you create a very 
challenging environment. 

What are some of the comparisons 
between an effective business system and 
a healthy family system that need to be 
clearly understood in order for families in 
business to overcome many of the chal-
lenges they face?  FIRST - Membership.  In 
a business system, individuals are included 
because there is a need and they are ac-
countable for performance, while in a fam-
ily system, membership is automatic and 
lasts forever. SECOND - Who’s in Charge?  
In a business system there’s a CEO and 
possibly a Board that has final authority, 
while in a family system leadership shifts 
among family members, and there’s no  

 

overwhelming need for any one person to 
be in charge. THIRD - Decision Making.  
In a business system decision making au-
thority is clearly defined and is consistent, 
while in a family system decision making 
authority shifts according to the circum-
stance. FOURTH - Reporting Relation-

ships.  In a business system report-
ing relationships are clear and 
consistent, while in a family system 
expectations regarding authority 
and accountability may shift ac-
cording to specific situations.  An 
example may be that aging parents 
become more accountable to their 
children for certain care. FIFTH 
-Job Definition.  In an effective 

business system jobs are clearly defined 
based on the needs of the overall organiza-
tion and the relationship between each job 
is clear, while in a healthy family system 
there are no real titles, but rather roles are 
taken in accordance with each person’s 
capabilities. SIXTH – Priorities.  In an 
effective business system there are long 
range goals established, and all individuals 
of the business work to achieve those goals 
and subjugate their own needs, while in 
a healthy family each person’s long range 
goals have precedence so long as it does 
not undermine the needs or interests of 
other family members. SEVENTH - Goals 
and Performance Evaluation. In an effec-
tive business system, goals are clearly de-
fined, accountability is present, evaluation 
takes place, and rewards or lack thereof 
are established, while in a healthy family 
system, goals may be informal or even if 

they are explicit, there is no rigid 

performance evaluation that takes place. 
Usually family goals focus on individual 
and collective growth, rather than subser-
viently serving the family unit. EIGHTH 
– Rewards. In a business system rewards 
are related to greater compensation and/or 
authority, while in a healthy family system 
rewards emphasize love, nurturing, and 
self actualization. Finally, NINTH – Lon-
gevity.  In an effective business system the 
organization exists only as long as the busi-
ness exists, and the goal is usually to keep it 
going indefinitely, while in a healthy family 
system, the family will always exist as fam-
ily, but the goal is to separate and have the 
children start their own nuclear family.

It becomes very apparent from these 
nine comparisons that the gap between 
an effective business system and a healthy 
family is very wide. When you blend the 
two into a family business or business 
family, you most certainly deal with family 
relationships, roles, issues, emotions, and 
history that impact the business’s activi-
ties, while at the same time, partcipation in 
and/or ownership of a business by family 
members impacts the family relations. You 
simply cannot escape this reality. Healthy 
families systems and effective businesses 
systems learn to separate the two. We will 
address the HOW TO’S in future columns. 

Until next time, don’t forget to tune in, 
video tape, or tivo, every Sunday at 11am 
on channel 9 WCPO to our Fifth Third 
Bank Hometown Business Weekly TV pro-
gram. We have great guests, and we know 
you will enjoy hearing these compelling sto-
ries about many of the great entrepreneurial 
family businesses in our region......WKL.  

Family Systems Versus  
Business Systems
Is There A Difference?   You Bet There Is!!!!!
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Many businesses thrive with little or 
no debt.  A generational transfer of the 
business often changes this situation.   The 
value of the business and the selling gen-
eration’s desire for liquidity typically result 
in an increase in the company’s 
level of debt to finance the 
buyout.  A likely source for this 
debt is a commercial bank loan.

Commercial lenders use pri-
marily depositor money to fund 
loans earning a 2-4% net inter-
est margin.  With these rela-
tively low expected returns, it 
is nearly impossible for a bank to succeed 
financially if it suffers a recurring series of 
loan losses.  In addition, banks have a duty 
to protect their depositor’s assets.  Adher-
ence to this duty is enforced by the various 
regulatory agencies that examine each 
bank’s loan portfolio.

Thus, most banks try to select loan 
situations where risk can be minimized.  
Bank loan decisions are typically deter-
mined by assessing the expected level of 
future cash flow of the business, along 
with the collateral and/or guarantee(s) 
which provide additional support if the 
company defaults.  Of course every situa-
tion is unique and there are no hard and 
fast rules for every loan.  In addition to 

the cash flow and collateral, the character 
of the company’s leadership team and the 
conditions (industry, government regu-
lations, competition etc.) under which 
the company operates must be carefully 

considered.  
This process not only deter-

mines if a loan will be approved 
but also determines the terms 
and conditions for the loan.  
This includes key items like the 
interest rate and maturity date 
for the loan, as well as personal 
guarantee and financial cov-

enant requirements.   
With so much riding on the subjective 

judgment of your bank, how well does 
your bank know you?  How well do you 
know your bank?   If you can answer “yes” 
to the following questions you have posi-
tioned yourself well to get the best financ-
ing package available for your company:

1.) Have you provided detailed histori-
cal financials and projections of future 
performance, including descriptions 
of the factors that influence past and 
future results?

2.) Do you understand the details of your 
bank’s loan decision-making process?  

3.) Does your bank have a credit commit-

tee or a signature system? 
4.) Have you met all of the individuals 

involved in your company’s credit deci-
sions? 

5.) Have you equipped these individuals 
with the knowledge and understanding 
of your business that allows them to be 
effective advocates for your loan?
The answers to these questions can also 

help you decide which bank is best for 
you.  Most importantly, these questions 
will help you determine how your bank 
will react if your financial performance 
deteriorates.  

The banking business is very competi-
tive, with numerous banks providing low 
cost financing alternatives (especially for 
very high quality borrowers).  The highest 
quality borrowers set goals and expecta-
tions for future performance, which they 
routinely meet or exceed.  Throughout this 
process, they continuously keep their bank 
informed and involved in their challenges 
and triumphs.  They help their lenders 
help them.

Chris Ramos is Vice President and 
Senior Relationship Manager in the Middle 
Market Commercial Banking Division of 
Fifth Third Bank.  He can be reached at 
Christopher.Ramos@53.com 

HelpingYour Bank Lender Help You 
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Goering Center  
Members

Goering Center for Family & Private Business
Family Business Executive Luncheon

Sid Barton & Kent Lutz-Goering Center
Diane Egbers-Leadership Excelleration, Inc.
November 7, 2006-11:30-1:30pm, Kenwood Country Club 

Sponsored by:

The Goering Center’s New Value Proposition For Members Will Be Presented, Highlighting All The Great 
Educational And Infomational Opportunities That Will Now Be Available Through The Center

Additionally, The Center’s New Leadership Development Institute(LDI) Will Be Discussed By The Center’s 
New Partner, Leadership Excelleration, Inc. You Won’t Want To Miss This Infomative Luncheon.  

Phone, fax or e mail registration to (P) 513-556-7185,
(F) 513-556-7090, e mail Goering@uc.edu.
Mail registration and check to: Goering Center, University
of Cincinnati, PO Box 210228, Cincinnati, Ohio 45221-0228

Cost - $25.00 Members - $30.00 Non-Members
Due to catering contract, payment for reservations not
cancelled by Nov. 4, 2006 is due in full.
Unpaid no-shows with reservations will be invoiced.

Name:

Company:

Address:

City/State/ZIP:

Phone/Fax:

E-mail:

A C Nielsen BASES
Aglamesis Brothers
Apollo Heating & Air Conditioning
ASI Sign Systems/Cincinnati, Inc.
Aurora Casket Company, Inc.
Aveda Fredric’s, Inc.
Bachman’s, Inc.
Bakery Crafts
Baldwin Gilman, LLC
Barcode Technologies & Services
Barnes, Dennig & Co., Ltd.
Beamer Brothers Trucking
Berghausen Corporation
Big Chief, Inc.
Blaine Pharmaceuticals
Bracken Ridge, Inc.
Bridge Advisors, Inc.
Building Crafts, Inc.
Burke & Schindler, P.L.L.
Caeser Creek/Turtle Creek Flea 

Markets
Carstar Collision Center
Casco Manufacturing Solutions
Cassady, Schiller & Associates
Charles F. Shiels and Company
Cincinnati Growth Partners, LLC
CIP International
Clarke Power Services, Inc.
Clark, Schaefer, Hackett & Co.
Clark-Theders Insurance Agency
Clawfoot Supply
Clubessential, Inc.
Cors & Bassett, LLC
CT Beach & Company, Inc.
Dalton Roofing Company
David Kiihnl
Deloitte & Touche
deStephano Custom Builders
Derrick Company, Inc.
Deutsch Realty Co.
Deye Enterprises
Donahue & Associates, Intl., Inc.
Donald R. Frey & Company, Inc.
Down  Lite International
Dudley Construction Co.
Dwyer Insurance Agency, Inc.
Enterprise Vending
Family Wealth Advisory Group
Feilhauer's Machine Shop, Inc.
Ferno-Washington, Inc.
Findlow Filtration, Inc.
Fifth Third Bank
Flottman Printing
Frankenberg Group
Funch Lumber Company
Gardner Publications
Gateway Concrete
Goering & Goering
Gold Medal Products Co.
Golden Pond Resources
Gradison McDonald Financial
Graeter's, Inc.
Graydon Head & Ritchey, LLP
Greater Cincinnati Chamber  

of Commerce
Grote Industries
H & S Chemical Co., Inc.
H. J. Benken Greenhouses
Haberer Investment Advisors
Hamilton Caster & Manufacturing Co.
Hart Productions
Hi-Tek Manufacturing
Hilltop Basic Resources, Inc.
Holland Communications
Horan Associates Inc.
Howard Kaplan
Huber Lumber Company
Huntington Bank
Indrolect Company
Interlube Corporation
Intrinzic Marketing & Design
Invesmart, Inc.
J. D. Cloud & Co.
j & N Auto Electric
Jack Niehaus
JBM Envelope
Janell, Inc.
Jeff Wyler Dealership Group
Joseph Decosimo & Co., PLL
John D. Dovich & Associates, LLC
John F. Dickey Co.
John R. Jurgensen Co.

Johnson Investment Counsel
Johnson Nash Metal Products
Johnson ReSource Group
J.T.M. FoodGroup
J. W. Harris
Kaiser Foods 
KDM POP Solutions Group
Keating, Muething, Klekamp, P.L.L.
Ken Byers & Associates
KeyBank
Key Principal Partners
Kevin Alleman
King Bag & Manufacturing Co.
Klosterman Bakery
Krombholz Jewelers
LaRosa's Inc.
Len Riegler Blacktop, Inc.
Leonhardt Plating Co.
Loth, Inc.
Ludlow Ward Capital Advisors
Lykins Companies
Marketing Advisory Services
Matlock Electric
Maxwell Construction & Development
Mellott & Mellott, P.L.L.
Mercury Instruments
Miami Rubber Company
Modern Office Methods
Montessori Academy of Cincinnati
Mohawk Machinery, Inc.
Monroe Mechanical
Multi-Craft Litho, Inc.
Myers Y Cooper Co.
National Band & Tag Co.
Natorp's, Inc.
Neal's Design Remodel
Northwestern Mutual Financial 

Network
O T S
Overly Hautz Company
Patrick Nesbitt
Paul Hemmer Companies
Pembaur Homes and Remodeling
Pioneer Vending
PNC Advisors
Positrol, Inc.
Precision Coil Spring
Progress Supply 
Prus Construction
Restoraid/Coit
Rim & Wheel Service, Inc.
Rolling Acres Mobile Homes 
Roly Poly
Rosselot Financial Group, Inc.
Rough Brothers
Rumpke Consolidated Companies
Scherzinger Corporation
Schiff, Kreidler-Shell
Sequent
Singer Wallcovers
Star Moving and Storage
Steinhauser, Inc.
Tapke Asset Management, LLC
Tappan Properties, Inc.
The Angus Group Ltd.
The Bistro Group
The Global Consulting Partnership
The Greater Cincinnati Foundation
The Honey Baked Ham Co. of Ohio
The Lumley Group, Inc.
The Malibu Group
The Scheller Bradford Group
The Verdin Company
The W. Group
The W.W.W. Co., Inc.
The Walt Lunsford Financial Advisory 

Group of Advest, Inc.
The Wolfe Practice, LPA
Tranter Graphics, Inc.
Truitt Roofing Company
Tucker Homes
Unistrut Cincinnati
University of Cincinnati  

College of Business
US Bank
USI Midwest
Valcom Enterprises, Inc.
Valley Interior Systems, Inc.
Verst Group Logistics
VonLehman & Company
Wardway Fuels, Inc.
William Cochran & Associates
Wm. Kramer & Son, Inc.
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You’ve spent a lifetime building your busi-
ness. Now, you need to take a few moments  
to  make  sure your hard work will survive 
after your death or the death of one of your 
partners.

As  the  owner  of a closely 
held business, much of your 
wealth is probably tied  up  in  
the  business.  While  returning  
earned income back into the busi-
ness  helps  finance growth, it can 
cause severe liquidity problems 
for your  estate  when  you  die.  
There  are  ways to overcome 
these liquidity problems. Business-oriented 
planning tools may help reduce estate taxes 
and make  the  best  use  of  the  cash  avail-
able.  The  most  common business estate-
planning  strategies  are  buy-sell  agreements,  
Section  303 stock redemptions, and Section 
6166 estate tax deferrals.

Business-owned  life  insurance  can be 
used to fund each of these planning methods.

Buy-Sell  Agreements  - Buy-sell agree-
ments can establish the value of your busi-

ness  for  estate-tax  purposes  and 
improve your estate’s liquidity by 
assuring a ready market for your 
business upon your death. These 
agreements also  protect  business  
partners  from  sharing  owner-
ship with a deceased stockholder’s 
family.

There  are  two main forms of 
buy-sell agreements: cross-pur-

chase and stock redemption.   In  an  insur-
ance  funded  cross-purchase  arrangement,  
each business  owner buys an insurance 
policy on the other, naming themselves as 
beneficiary.  At  the  death  of  one  of  the  
owners, the surviving owner receives  tax-
free  insurance  proceeds  to  use in purchas-

ing the deceased owner’s stock from his or 
her estate.

A buy-sell plan that is funded with life 
insurance has these benefits:
Your Family
• Prevents conflict with surviving owners
• Helps ensure that your family receives a 

fair price for your business
• May set the value of your business for 

estate-tax purposes
• Provides needed cash
Your Business
• Keeps new and/or unwanted owners out of 

the business
• Prevents disputes
• Helps ensure continuity and orderly trans-

fer of ownership
• May provide tax-free cash to purchase 

stock
Section 303 Redemptions

Section  303  of  the  Internal  Revenue  

Code gives your estate a one-time oppor-
tunity  to remove cash or other property 
from your business, at little or  no  tax  cost,  
through  a  partial  redemption of your 
stock. This can provide  the liquidity your 
survivors need to pay funeral costs, estate 
and administrative expenses, and state and 
federal death taxes.

To be eligible for a Section 303 Redemp-
tion, the stock value must exceed 35 percent 
of your estate.

The maximum amount that can be paid 
under such a plan equals the total amount 
of the federal estate tax, state death taxes, 
funeral and administrative expenses. Corpo-
rate-owned life insurance can be used to fund 
the redemption. Under this arrangement, 
your business purchases an insurance policy 
on your life and at your death uses the tax-
free proceeds to buy enough stock from your 
estate to cover death expenses and taxes.
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BUSINESS ESTATE PLANNING  
How to Preserve Your Life’s Work

A Supplement to the Business Courier		O  ctober 20, 2006  �C

Here’s the scenario:  a civic-minded 
private business owner decides to join a 
local public board.  It’s a good 
thing, of course, for private 
citizens to volunteer time and 
talents to the public sector.  
But, welcome to a different 
world, especially, in the area of 
board communications.  

Let’s take the example of 
e-mail, often the initiation 
rite of the uninitiated.  (The 
points about e-mail generally apply to 
any retrievable electronic communica-
tion:  e.g., voice mail messages, faxes, 
etc.)  Private sector e-mail habits tend to 
carry over into the public sector, along 
with the illusion of e-mail privacy which 
is not justified by reality in either sector.  
General e-mail habits, especially in the 
public sector, should always include a 
mental “note to self:” what if this e-mail 
was public?  More frequently than ex-
pected, the answer may be:  “it is public.”  
The e-mail activity of a public entity 
usually is (some exceptions) a “public 
record,” subject to mandatory disclosure 
under state and federal public record 
and freedom of information laws.  

Let’s use a hypothetical involving a 
Public Dog Pound. The e-mails between 
the Chief Dog Catcher and his Lieuten-

ant containing the “monthly catch total” 
are clearly a public record given that the 

communication is between 
two “public” employees.  
How about e-mails between 
the volunteer trustees of the 
Public Dog Pound Board or 
e-mails from Board members 
to employees?  The answer is 
it depends upon what they’re 
e-mailing.  If the e-mails are 
about the public business of 

the Pound Board, they are probably 
considered a public record and therefore 
subject to state and/or federal public 
record and freedom of information laws.    

Consider another twist.  Most public 
boards are also subject to open meet-
ing or “sunshine” requirements.  Public 
meetings require public notice and 
openness, with certain exceptions for 
business legally permitted to be con-
ducted in “executive session.”  What if 
the trustees on the Pound Board decide 
it would be easier on everyone’s busy 
schedule (we’re volunteers after all) to 
conduct business by e-mail instead of 
meetings?  Efficient business practice, 
yes.  Good idea for the Pound Board, no.  
Why?  Because a prearranged delibera-
tion of the board by e-mail, in lieu of 
a meeting, could be subject to public 

inspection.  
Some private non-profit entities that 

receive a lot of public funding are legal 
“hybrids,” so that even though their 
employees are not public employees, the 
entity is covered by the public records 
and open meeting laws.  So, Board 
members can’t always assume messages 
are “private,” even when the employees 
are not public employees.  

Should dedicated private citizens 
continue to enter the public sector?  

Most certainly.  But avoid the dog 
house with some due diligence about 
the board you’re joining, some learning 
about its regulatory environment, and 
some changed habits when you wear the 
public hat.  

*Bruce I. Petrie, Jr., Esq. is a partner 
and Member of the Executive Committee 
of Graydon,  Head & Ritchey LLP whose 
law practice and civic involvement in-
cludes both the private and public sectors.

AVOIDING THE DOG HOUSE:
When Private Meets Public Sector
By Bruce I. Petrie, Jr., Esq.*, Graydon, Head & Ritchey, LLP
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Tune In To Watch  
Your Favorite Local  
Family & Private Business

Tune In To Watch Your Favorite Local Family & Private Business On The  
Goering Center’s Fifth/Third Bank Hometown Business Weekly TV Program.

• Every Sunday Morning
• Channel 9, WCPO
• 11:00 a.m.

Companies And  Guests That Will  Appear  
Over The Next Several Weeks Will Include: 

• Home City Ice
• Long Stanton Manufacturing
• HoneyBaked Ham; Rumpke Consolidated
• Triple Crown Winner Steve Cauthen
• And Many Other Great Guests. 

Make An Appointment To Watch Us Every Sunday.
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ship between their employees and the firm. 
Participation involves two things: (1) 

allowing/encouraging employees to fill out 
confidential surveys about their work-re-
lated perceptions, attitudes and behaviors; 
(2) allowing/encouraging those employee’s 
supervisors to complete a brief survey about 
the employee’s work-related behaviors. We 
estimate the employee survey will take about 
thirty minutes to complete, and the supervi-
sor survey even less time.

As described above, organizations need to 
have at least thirty employees (plus their su-
pervisors) eligible to complete the survey so 
that patterns can be established and reported 
back to the company. Firms need not be local 

in the Cincinnati/Northern Kentucky area, 
as we can be flexible in terms of how surveys 
are administered (i.e. in-person, via mail, via 
internet, etc.)

To obtain valuable information and in-
sight into the perceptions of your work force 
like this would cost several thousand dollars 
if commissioned to an outside consultant. 
However, the Goering Center and the UC 
College of Business is pleased to offer this 
study for free. If you want to take advantage 
of this opportunity, please email Dr. Suzanne 
Masterson at Suzanne.Masterson@uc.edu, or 
call her at 513-556-7125.

I urge you to participate in this study. It 
may just help you improve your bottom line!

Professionally Speaking, Continued from Page 1B

Without a thoughtful foundation to 
begin your succession planning process, 
you could end up in this unfortunate, but 
common situation:

Son:  Hey dad, when are you go-
ing to retire and let me run 
the place?

Father: In a few years when I 
think you are ready.

Son: How will I know when I am ready?

Father: I’ll let you know.

(Several months go by)

Son: I think I’m ready now, so how about I 
buy you out?

Father:  Maybe... if you had enough 
money.

Son: How much do you want?

Father:  Well, I have my heart and soul in 
this thing so I figure it’s worth at least 
$25 million.

Son: Where did you get that number?

Father: I saw what ABC Co. sold for, and 
we’re surely worth more.   

(More months go by)

Son: Dad, the bank says they 
will loan me $10 million to buy 
you out, how about that?

Father: Where are you getting 
the other $15 million?

Son: I can pay you over time.

Father:  That sounds like a lot of risk for 
your Mom and me to take.  I’m not sure 
I am ready to take that kind of risk, 
since you’re not quite ready to take over 
yet.

Son: So when will I be ready?

Father: I’ll let you know.... 

Feel the tension?  You can cut it with a 
knife!

I’d like to say this conversation is 
fictional but, unfortunately, it happens all 

too often.  Conversations like this usually 
end in a flurry of frustration that not only 
can impact the entire family, but also bleed 
negativity to the company’s employees, 
who always sense any underlying angst at 
the top.   Per my last article in this series 
that outlined The 8 Steps to a Seamless 
Transition of Value and Control of Your 
Family Business, the first step in the pro-

cess is both the most crucial and the most 
commonly overlooked.

There are basically three elements to 
forming a strong foundation for a Seam-
less Succession Plan; 
1. Set a specific timeline for completion 

– starting a journey without an end in 

sight can tear apart a family and damage 
the underlying business significantly.

2. Identify the capabilities and professional 
development plans for the next genera-
tion – these plans must include specific 
milestones that help define what “being 
ready” really means to avoid the ambi-
guity that causes conflict.

3. Enter the process together as a team 
- Avoid hiring advisors for “each side” 
and getting started off on adversarial 
footing.  Find an experienced firm in 
Succession Planning to lead the family 
through the 8 steps to a Seamless Tran-
sition of Value and Control.  This will 
preserve both the “family” and the value 
of the Family Business.    

Following The 8 Steps to a Seamless 
Transition of Value and Control will serve 
you well if completed in order, while taking 
a shortcut can land you in a dead end...or 
worse.  Other articles in this series sum-
marizing all 8 Steps can be found at www.
cincygrowth.com.

Step 1 of 8
Forming The Foundation of A Successful Transition
By Mark A. Signorelli, Managing Partner, Cincinnati Growth Partners LLC

Following the 8 Steps to 
a Seamless Transition of 
Value and Control will 

serve you well if  
completed in order

Finding Solutions. Sharing Experiences.

Be Sure to Watch Fifth Third Bank Hometown Business Weekly Sundays at 11am on WCPO.


